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BESGRANDUM FOR: Deputy Diesctor of Ceutral Intelligence :

FELT Asnegetiation of Hospitalizatiog Contrart and O'ﬁ%
Incrassy in Prevolune Bates

 te This memorscdus conbsing a recacnendation for your
approvel, Such recomeudation is costalned in pavapraph 7.

opsm sttt

Be  Hhe O Haspitalisatios P rogras wnder the Fedoral
Eoployees Health Beoelits 2ot of 1959 bas been conducied through
& contract with Liutual of Covaba which extends frew 10 July 1560
to 31 Cetober 1961, Subject to the approval of the Uivil Dervice
Chominission & new contract effcetive | November 1961 nust be
aegetisted to continue thie hospltalisetion prograw. Any adjusts
eoanke ko prewduwins and benolits fo the contract must he mads at
thiv tme, Un the basis of the experisnce figures vompiled by both
Lot and lowteal of Cwahe, B bs evident that the current premiu
rated are lnpdoquate (o meet the capeoses of the progra sad a
proamive sdjustuent wust be waade for the next losurasce year. Clivil
Serviee Lemanission olfickals have reviewed our progeas and have
infermally advised that lo thelr oplulon as adimstuest gpwards is
prewduns Talod SPPeArs weCeRRRTY.

Ba A officials recently wet with representatives of
soutuak of Umakie wod a8 w resalt of these conversations a proposal
for the revision of the (iEHA comtract was wade by the vuderwriter
in & tetter dated 30 June 1961 {Tab A)  The esthmsted prevohun for
the flzet sloven woosths of the current contract §e 51, 523, 629 and the
esthunated lneurred elakos for the sawe period ave 01, 146, 675,

Vi the esthoated premiacss the Clvll Dervice Cormmission vetaing

4% a8 & veserye (G40 J45. 160  The enderwriter sxpects 1 rotain

- BY for Rlate taxes and adodointrative exponses (197, 490, 321 which
topether with the estlcated coste of elalus cowes to §3, 2935, 513, 48,

Thie leaves & cloar Ioss of 569, 004, 4 which s thin case must be

boroe by the underwriter, In establishivg the rates io the eriglal

contriet begbunlng July 1946, the asticipated clalns were undors

esthuated, It has been found that tn the wajor wedlesl progras the
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ehaieos by slugle individuals have boen runadng 111% of prawiues;
Sescalen with son-depeadont husbands 121% of prowbuns; and the
facolly plan 99% of prewiwrnd. The sxperience for the low option
plan has boen favorsble and 5o lous has been lucwrred on Shis
plan,  Thexs bas beon o steady Incrsase in hospitaliretion couta
with natable increases bu bospitel charges, doctors’ fess, snd
to & lesser eatent fu the price of drugs. Thia ix reflevisd fran:
the exporionce of the past sin wonths which shows 2 rise in the
- sxsount of clalies ander the siajor iedieal phan.

El al I

Ga Tt will be noted, a# fodlcated in Tab B, thet the progpoged
sow precden rates will still be less than the prevsium rates of any
covparable plan io the focs) aves. It is very poskible thes the
other Livil Service plans may howe to lucvease their vates becauss
of rising coets but this is not sstablished su of this teoe,

5. mutual of Umwahs has propesed rate incrosses a8 follows:
Hugle plan currently costiag 3. 53 per month would be rafved to
5B 6k per month.  This, however, will result s 2 net lneresse b
the smployee from the present 1. 77 to oaly . 38, This will esable
a8 W roceive the full Coverracant contelbstion, which becavue of
sar low prewiuc rate, we ape wot recedving at the presemt Gaee,
The Family Plas vate would be valned from 514,00 por wanth o
515 50 pur wiooth, vesulting in & net lucreass to the amploges of
514 30 per manth.  The prembéme then would be 55, Tdy cont (o the
senpioyes, instead of the present cost of 57, 44, The premivm for a
ferale smployes with & non-dependent husband would be raised the
saunie a8 the Fauwily Plas rate. These rate changes apply snly to
the High Optien Plan, |

: &e  After full considerution of these factors and various =
statistics, the CNHA Soard of Livectors at the weoting 6 July 1961
 parsed a resolution to adopt these rute changes tagether with the
inereansd benefits mentioned da Tab 4. These nereesed bhonefits
inchode cortain sorvices of & dentist, podistrist, » lbevaliged
surgical sehodule, wnd a new Wiotisee waskmun: bunetit of 180, 040,
The Board further instyuctod the ofticors after recelving your
conturrencs W proceed 1o effsct this sew contract with the undey-
wrktey and to obtais the Uivil Service Commidesion approval,
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HoA, NEBRASHKA ™ ‘ V ///?HE LARGEST EXCLUSIVE HEALTH & ACCIDENT COMPANY IN THE WORLD

. 4
Ed

June 20, 1961

| President

Government Employees Health Association
P. O. Box 463
Washington 4, D. C,
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This will confirm our conver&ation of June 19 in regard to .
vour group insurance program and the experience under that
program during the first 11 months. The estimated premiumn
for the period is $1,223,629 and the estimated incurred

¢laims for the same period are $1,146,678. As you can see, L
this gives us an approximate loss ratio slightly in excess

of 94 per cent; if we add to this the retention quoted the ’
Civil Service Commission originally, which was slightly in v

excess of B per cent, the overall loss ratio will exceed our
break-even point. ’

We have, of course, had an opportunity to review a full 24- .
month claim runout under your original program, and it has )
become rather obvious to us now that the primary reason for

the rather high loss ratio is the very optimistic approach

that we toock to the rerating of the premium rates due to

" the interim experience that we had under the old contract.

This rating did not properly reflect the claim lag of the

previous coverages and, as a consequence, the new program

was given credit for a w:oo 7o ST

actually existed at

Thig vnort7 o : sou will recall, was discussed 1n
. meeting on Monday. With these points
.weidering the liberaliZations made in the
Cuiient contract, it becomes apparent that the present rates
are inadequate not only for the current benefits but especially
so when considering the increased benefits contemplated to '

-
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June 20, 1961

become effective on November 1, 1961. 1In addition to the
increased benefits, the steadily increasing cost of medical
care, both in the hospital and by the medical profession,
must be taken into consideration when we look to the future
of the program. ' ‘

As you know, other government brograms providing major medical
benefits either from first dollar or in conjunction with a
base plan benefit have a premium rate in excess of $19 per
month for the family enrollment. This is also true of two

of our own programs providing benefits equal to the high-
option plan. Under these high-~option plans the single

~employee rate is in excess of $7 monthly per individdal.

Effective November 1, 1961, we are recommending the following
changes in the premium structure for your insurance program:

1. Self Only "+ $ 5.64 monthly
2. Self and Family - $15.50 monthly
3. Self and Family - * $15.50 monthly

Female and Nondependent Husband

As mentioned previously, the benefits under your current
program have been broadened to include certain services of

a dentist, podiatrist, a liberalized surgical schedule and

a new lifetime maximum benefit of $20,000. , . The new premium
structure which has been Suggested is, as you can see, con-
siderably less expensive than the other high-option programs
offered to Federal employees which provide major medical
benefits.

it 1ls the A-

sidered one of the most ecoi.wical for your members. Even
with these adjustments, when you take into consideration the
liberalizations made, we feel that you have one of the top
programs from the standpoint of Protection and economy .

We will most certainly be locking forward to the reaction of
your Board to these suggested adjustments and would like to
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June 20,

1g61l
volunteer our services if it is neéeséary to present any
further facts to your Board justifying the new rate schedule

or in your discussion with the Civil Service Commission.,
Yours sincerely, .

,“ . :

A. W. Randall
Vice President
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CURRENT HIGH OPTION RATES PER MONTH OF EXISTING PLANS

Single
Single Family Employee's Share
Aetna 6.6 17. 46 3.94
Blue Qross - 7.39 19. 37 4,57
Group Health ‘ 9.90 25,76 , 7.08 B
*Foreign Service 3,42 13,48 1.71
NSA‘ - 7.3% i_ -19.31 4.53
RATES FOR GEHA

Present Rates 3.53 14. 00 1. 77
Proposed Rates 5. 64 15.50 2.82

%335 daductible for each illness or accident and only 80% of hospital extras and 2vv g
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Family Plan Share

10. 70
12. 61
19. 00

6.74

12,55

8.74

‘cal fees.




